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Peru's Stand-By Arrangement with the Fund 


The Government of Peru has entered into a one-year 
stand-by arrangement with the International Monetary 
Fund for $27,500,000 in support of its efforts to 
achieve economic and financial stability. 

In August 1959, the Peruvian Government reinforced 
the existing stabilization program with the adoption of 
several additional measures aimed at counteracting in- 
flationary pressures which had resulted in a deterio- 
ration in the country’s financial situation in the first 
half of that year. Since these measures were put into 
effect, Peru’s reserve position has improved substan- 
tially and is now further strengthened by the stand-by 
arrangement. 

The Peruvian sol is permitted to fluctuate in the 
country’s foreign exchange market, with the Central 
Reserve Bank intervening only to avoid excessive varia- 
tions arising from temporary factors. The recent im- 


Inter-American Development Bank 

The Board of Governors of the new Inter-American 
Development Bank (see this News Survey, Vol. XI, 
p. 334, and Vol. XII, p. 206) held its first meeting in 
San Salvador during the period February 3-17. Seven- 
teen Latin American countries and the United States 
were represented, in many cases by their Ministers of 
Finance or by the Presidents of central banks. Cuba, 
Uruguay, and Venezuela sent observers; but shortly 
before the conclusion of the meeting and after ratifi- 
cation of the agreement, Venezuela accredited its Gov- 
ernor and Uruguay accredited an Acting Governor. 

The meeting was convened to discuss policy matters 
related to the establishment of the Bank, approve the 
work of the Preparatory Commission, approve the by- 
laws of the Bank, elect the President and Board of 
Directors, and dispose of some administrative matters. 

Mr. Felipe Herrera of Chile was unanimously elected 
President for a five-year term (see this News Survey, 
Vol. XII, p. 259). The Board of Directors is composed 
of seven Executive Directors, one appointed by the 
United States and six elected by the Latin American 
countries, to serve for three-year terms. The Director 
appointed by the United States is General Robert Cut- 
ler, and the Latin American Directors are Cleantho de 
Paiva Leite of Brazil, elected by Brazil, Ecuador, and 
Bolivia; Mario Oscar Mendivil of Argentina, elected 
by Argentina and Peru; Ignacio Copete of Colombia, 
elected by Colombia, Chile, and Venezuela; Raul Mar- 


provement has led to an appreciation in the exchange 
value of the sol and to a greater degree of exchange 
stability. 

Stand-by arrangements have been in force with Peru 
since 1954 when the Government first introduced a 
program aimed at achieving domestic price stability and 
a virtually convertible currency. Drawings amounting to 
$14,500,000 were made by Peru under these arrange- 
ments in 1958 and 1959, but these drawings were fully 
repaid later in 1959. The present stabilization program 
provides for a substantial reduction in the budget deficit 
for 1960 and a balanced budget in 1961, and it includes 
measures of credit restraint intended to achieve balance 
in the private sector. 


Source: International Monetary Fund, Press Release, 
Washington, D. C., March 1, 1960. 





tinez Ostos, elected by Mexico, Uruguay, Guatemala, 
the Dominican Republic, Costa Rica, Nicaragua, and 
Paraguay; Alfonso Rochac of El Salvador, elected by 
El Salvador and Honduras; and Lucien Hibbert of 
Haiti, elected by Haiti and Panama. Each elected Exec- 
utive Director has a right to appoint an Alternate, but 
the Alternate must be from a country other than that 
of the elected Director. The Board will hold its 
first meeting in mid-April 1960 at its headquarters in 
Washington, D. C. 

The objectives of the Bank are as follows: to enlist 
the full cooperation of the Latin American countries in 
a joint and mutual enterprise in which all will share in 
the financial costs and in responsibility for its success; 
to concentrate exclusively on the economic problems of 
the members of the Organization of American States, 
so that it will be in a position to adapt its policies to 
provide maximum assistance to the needs of the area; 
to mobilize and channel foreign private investment funds 
for use in financing economic development; to stimulate 
the investment of Latin America’s own resources in the 
economic development of the area; to supplement pri- 
vate capital and existing public lending institutions in 
providing financing to meet the large capital needs of 
the area; and to provide technical assistance for the 
preparation of sound and broad programs of economic 
growth. The resources of the Bank, after all ratifica- 
tions are completed, will total $1 billion; $850 million 
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will be the authorized capital of the Bank, and $150 

million is assigned to a Fund for Special Operations. 

Sources: El Diario de Hoy, San Salvador, El Salvador, 
February 3-17, 1960. 


Europe 
U.K. Gilt-Edged Market 


Commercial banks in the United Kingdom have had 
to sell considerable quantities of government securities 
to finance the remarkable expansion in loans to industry 
and to private borrowers over the past 18 months. The 
authorities had previously been willing to absorb most 
of this stock at the current market rate, thus shielding 
the market from the weight of bank selling, but on 
February 24 the Bank of. England made it clear that it 
is no longer prepared to support in this way the market 
for medium-dated and longer-dated stocks and that gilt- 
edged prices will be allowed to find their own level. 

This does not mean that the market in government 
securities will no longer be managed by the authorities; 
it means that in future they will not resist a long-term 
trend. It was emphasized in official quarters that the 
Bank of England’s move is to be regarded as a matter 
of market management and not primarily as the first of 
a further series of economic restrictions, although the 
action will help to make monetary management more 
effective. 


Sources: The Times, London, England, February 25 
and 26, 1960. 


Economic Situation in Ireland 


In a review of the economic situation in Ireland in 
1959, the Central Bank reports that rough and incom- 
plete estimates for the full year indicate that the rise in 
gross national product, at current prices, and in total 
national income may have been somewhat greater than 
in 1958. Industry appears to have absorbed the greater 
part of the additional income. Increased earnings in 
distribution, transport, and other services are associated 
with the increase in industrial and tourist activity; earn- 
ings in the agricultural sector appear to have changed 
little between 1958 and 1959. 

The balance of payments on current account moved 
from near equilibrium in 1958 to a deficit in 1959. The 
deficit, however, appears to have been offset by an 
increase in total gross investment. 

Total assets of the commercial banking system within 
the state increased by £15 million, to £250 million, and 
total liabilities increased by £11 million; net external 
holdings of the banks therefore declined by £4 million. 
Currency circulation and government borrowing from 
the banks fell during the year, rendering the bank- 
ing system more liquid. The shift of government bor- 
rowing away from the banks was accompanied by 


greater bank lending to the private sector, especially to 
agriculture. 


The index of the volume of production by manufac- 
turing industries in the first nine months of 1959 was 
considerably greater than in the corresponding period 
of 1958; for the September quarter, the index was some 
12 per cent above that for the September quarter 
of 1958. Almost all branches of industrial activity 
shared in this increase. In the agricultural sector, crop 
yields generally were better than in 1958, but trade in 
livestock and livestock products was depressed owing to 
drought and a fall in exports and in prices, so that over- 
all agricultural output probably recovered only slightly 
from the severe setback in 1958. 


Employment in transportable goods industries in- 
creased by almost’ 3 per cent, to 156,000, between 
September 1958 and September 1959, but the number 
of persons engaged in agriculture continued to fall so 
that there was probably little change in the total work- 
ing population between 1958 and 1959. 


Imports in 1959, valued at £211 million, were 
£12 million higher than in 1958, and exports declined 
by £2 million, to £129 million. Toward the end of the 
year, a brighter picture emerged when imports showed 
a tendency toward stability and exports increased con- 
siderably. The Central Bank expresses encouragement 
at “the appreciable increase in sales of raw materials 
and manufactured industrial goods which, together with 
higher prices, went a long way to offset the substantial 
fall in shipments of cattle.” It is expected that, if this 
trend is maintained and the trade in cattle improves as 
expected, exports will rise considerably in 1960. 


Source: Central Bank of Ireland, Quarterly Statistical 
Bulletin, Dublin, Ireland, January 1960. 


Credit Policy in Norway 

The Governor of the Bank of Norway, Mr. Brofoss, 
said at the annual meeting of the Supervisory Council 
that monetary and credit policy in Norway would aim 
at keeping bank liquidity in 1960 at approximately the 
same level as in the last two or three years and pre- 
venting a general expansion of credit. The banks repre- 
sented on the Joint Consultation Council and the Bank 
of Norway are agreed that it is necessary to avoid a 
growth in the volume of installment credit and per- 
sonal loans which would tend to stimulate consumer 
demand. On the other hand, the banks have a more 
important part to play than in the past in providing 
equipment loans and other forms of credit to help firms 
undertake the necessary reorganization in preparation 
for the free trade area. Proposals for new credit insti- 
tutions, such as those formed in Denmark to provide 
resources for the financing of market research abroad, 
are shortly to be examined by the Joint Consultation 
Council. The Storting now has before it plans for an 
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extension of the activities of the Industrial Bank and 
for the reorganization of the Fund for New Industrial 
Projects. A contribution to other sectors may also be 
required, however, and the need for a general develop- 
ment fund covering the whole country merits discussion. 
The Governor said that the Bank of Norway is trying 
to arrange an agreement which would lay down the 
principles of monetary policy for the coming five years, 
and the Joint Consultation Council is acting on the 
assumption that possibly in 1962 a commission may be 
appointed to discuss monetary problems in the light of 
experience gained from the operation of the five-year 
agreement. 


Reviewing the changes that have taken place in Nor- 
way’s foreign exchange position, the Governor said that 
developments itt 1959 had been more favorable than 
had been expected. At the end of the year, foreign 
exchange holdings (net) were about NKr 2,800 million 
(US$390 million), of which NKr 1,581 million was 
held by the Bank of Norway, NKr 648 million by ship- 
owners, NKr 287 million by banks, and NKr 282 mil- 
lion by others. Payment of NKr 126 million on the 
old debt to the European Payments Union was made 
during the year, leaving NKr 495 million outstanding. 
Foreign exchange cover for the financing of outstanding 
ship contracts was largely assured. But in the framing 
of monetary and financial policy, the fact has to be 
taken into account that, as of January 1, 1960, 
deliveries outstanding from foreign shipyards totaled 
NKr 6,000 million; and on the same date, the debt on 
ships already in operation amounted to NKr 3,500 mil- 
lion. The Governor noted the possibility that tighter 
credit policies abroad may make it more difficult for 
shipowners to raise new loans abroad. 

If the payments deficit threatened to reduce liquidity 
to such an extent that the credit facilities available to 
maintain employment and production should be inade- 
quate, the Governor said that the Bank of Norway would 
have to take steps to remedy the situation. But a supply 
of liquid funds from the Bank would be conditional 
upon banks not reducing their liquidity in order to 
accumulate balances abroad. At present, such invest- 
ments abroad are greater than is required to provide 
working funds, and the brunt of any strain that may 
occur on the foreign exchange reserves must, in the 
Bank’s view, be borne in the first instance by these 
accounts. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, February 16, 1960. 


Interest Rates in Iceland 


In connection with the stabilization program intro- 
duced in Iceland (see this News Survey, Vol. XII, 
p. 261), the discount rate of the Central Bank has been 
raised from 7 per cent to 11 per cent, the highest rate 


in Europe. Also, the interest rate for savings deposits 

has been raised from 5 per cent to 9 per cent. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, February 23, 1960. 


Middle East 


Nationalization of Banks in Egyptian Region, U.A.R. 

The National Bank of Egypt, which has acted as the 
central bank of the Egyptian Region of the United 
Arab Republic, and the Bank Misr, the largest com- 
mercial bank, were nationalized in accordance with 
decrees issued in Cairo on February 11. The shares of 
both banks (300,000 shares for the National Bank 
and 500,000 shares for Bank Misr) were converted 
into government bonds, with 5 per cent annual interest, 
redeemable over 12 years. The face value of the bonds 
is the same as the closing prices on the Stock Exchange 
on the day of nationalization, namely, LE 29.8 for 
National Bank shares and LE 22.7 for Bank Misr 
shares. 

The National Bank, originally a commercial bank 
founded in 1898 with its head office in London, was 
Egyptianized in 1951; though it remained a joint-stock 
company, it was given powers establishing it as Egypt’s 
central bank. In a statement, the Central Minister of 
Economy pointed out that private ownership of the 
National Bank was hardly consistent with its functions 
as the central bank. 


Bank Misr was founded in 1420 as a commercial 
bank, but since the early 1930's it has played a major 
role in the economic life of the country through the 
establishment of 22 industrial and commercial com- 
panies. By 1958, its balance sheet total of LE 110.5 mil- 
lion represented about one third of the aggregate 
position of all commercial banks in Egypt. According 
to the Central Minister of Economy, Bank Misr owned 
shares in joint-stock companies in excess of the limit 
specified in the Bank and Credit Law (a maximum of 
25 per cent in any joint-stock company ), and the finan- 
cial market was pervaded by the fear that the Bank 
might be compelled to unload these securities. In addi- 
tion, the Minister continued, the Government had saved 
Bank Misr from collapse in 1941 and was owed large 
amounts by the Bank, which would have faced a critical 
situation if the Government had requested the Bank to 
repay the debts. Bank Misr, as a state concern, will 
continue to hold shares in the capital of the Misr group 
companies. 


Sources: Al Ahram, Cairo, Egypt, February 12 and 13, 
1960; The Times, February 13, 1960, and 
Middle East Economic Digest, February 1960, 
London, England. 
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Development Loan in Egyptian Region, U.A.R. 

A law issued on February 1 enables the Central 
Minister of the Treasury to issue in the Egyptian Region 
of the United Arab Republic a loan of LE 15 million. 
The proceeds will be used for the partial financing of 
projects under the Development Budget. The issue, 
which carries an interest rate of 34% per cent per annum 
payable semiannually, will be amortized 10-12 years 
after the date of issue. To encourage small investors, 
the bond issue will have face values starting with 
LE 5, and principal and interest will be exempt from 
all present and future taxes, except the inheritance tax. 
Excluding the new issue, outstanding development loans 
issued by the Treasury amount to LE 85 million. 


Source: Al Ahram, Cairo, Egypt, February 10, 1960. 
Israel's Balance of Payments 


Israel’s exports increased in real terms during 1959 
by 30 per cent. At current prices, the increase was 
from $237 million to $295 million. Imports of goods 
and services increased in real terms by 6.5 per cent, 
and owing to a fall in import prices, their cost rose 
by 4 per cent. Exports covered about 50 per cent of 
imports, compared with 42 per cent in 1958, and in 
1960 this figure is expected to rise to 52 per cent. 

To encourage transfers of funds to Israel, regulations 
will be issued granting every foreign resident coming 
to Israel, whether as a temporary resident or as an 
immigrant, a premium of 20 per cent on any foreign 
currency brought in in the form of cash. Everyone com- 
ing to settle in Israel will also be exempt from the obli- 
gation to sell foreign currency in his possession to the 
Treasury, and will not have to submit an account of it 
to the authorities. 


Source: Israel Office of Information, /srael Digest, 


New York, N. Y., February 19, 1960. 


Far East 
Indus Waters Negotiations 


The negotiations for the conclusion of a Water Treaty 
between India and Pakistan in settlement of the Indus 
Waters question are continuing in Washington under 
the auspices of the World Bank. It is hoped that final 
agreement on all the outstanding points to be included 
in the Treaty will be reached within the next two 
months. The Treaty would be based on a division of 
the Indus Waters on the lines of the Proposal made by 
the Bank to the two Governments in February 1954. 
Under this Proposal, the three eastern rivers of the 
Indus system (Sutlej, Beas, and Ravi) would be for 
the use of India, and the three western rivers (Indus, 
Jhelum, and Chenab) would be for the use of Pakistan. 

This division of the waters necessitates the construc- 
tion of works to transfer, from the three western rivers, 


supplies to meet the irrigation uses in those areas of 
Pakistan which have hitherto depended on supplies from 
the three eastern rivers. The effect of this transfer 
would be to release the whole flow of the three eastern 
rivers for irrigation development in India, and, as part 
of the Treaty, India would agree to contribute toward 
the cost of these works. The system of works to be 
constructed would, however, provide further substantial 
additional irrigation development in both India and 
Pakistan and, as well as irrigation, would develop im- 
portant hydroelectric potential in both countries. It 
would also make an important contribution to soil 
reclamation and drainage in Pakistan and would provide 
a measure of flood protection in both countries. 

It is estimated that the total cost of the system of 
works to achieve these results would be the equivalent 
of about US$1 billion, partly in foreign exchange and 
partly in local currencies. The Bank has evolved a 
plan to finance the required expenditure and has had 
assurances from certain friendly governments of their 
readiness to participate in the financing, over and above 
the amounts to be contributed by India and Pakistan 
and by the Bank itself. The implementation of the 
financial plan and the participation of the governments 
concerned would, of course, be contingent on the rati- 
fication of the Water Treaty now under negotiation and 
would be subject to such parliamentary and congres- 
sional action as may in each case be necessary. The 
foreign exchange participation of each of the friendly 
governments concerned would be as follows: Australia, 
£A 6,964,286 in grants; Canada, Can$22,100,000 in 
grants; Germany, DM 126,000,000 in grants; New 
Zealand, £NZ 1,000,000 in grants; United Kingdom, 
£20,860,000 in grants; United States, US$177,000,000 
in grants and $103,000,000 in loans. The United 
States would also make available in local currencies 
the equivalent of $235 million. The President of the 
World Bank is prepared to recommend to the Bank’s 
Directors that the Bank should participate with loans 
to India and Pakistan of the order of $103 million. 

The Bank’s financial plan envisages that all con- 
struction contracts would be open to competitive bid- 
ding, and that the foreign exchange contributions would 
be freely usable for purchases anywhere, in accordance 
with procedures similar to those followed by the Bank 
in its normal operations. The cost of the construction 
program would be spread over a period of approxi- 
mately ten years, and the general supervision of the 
program would be undertaken by the Bank. 


Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 


D. C., March 1, 1960. 


Food Policy in India 


India’s Minister for Food and Agriculture has out- 
lined to the members of the Wheat Utilization Mission 
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the efforts of the Government of India to raise nutri- 
tional standards. The Mission, comprising representa- 
tives of the United States, Canada, Australia, France, 
and the Food and Agriculture Organization, is in India 
to study the extent to which improvements may be 
made in the nutritional levels of that country in relation 
to the consumption of wheat. 


The Minister stated that under India’s Third Five 
Year Plan the aim is to achieve a level of production 
which would allow per capita consumption of about 
18 ounces of foodgrains per day, or 20.9 ounces per 
adult. At present, 2,380 calories per adult per day are 
available: 1,560 calories from cereals, 450 calories 
from protein food, and 370 calories from other foods. 
Proposals for the Third Plan envisage the availability 
of 2,730 calories per day: 1,740 calories from cereals, 


565 calories from proteins, and 425 calories from other 
foods. 


The Minister said that, while concentrated efforts 
must be made to raise production of foodgrains by 
intensifying cultivation and improving yields per acre, 
India must at the same time make efforts to popularize 
the consumption of diversified foods, so that emphasis 
may be on a balanced diet rather than on certain spe- 
cific cereals. Referring to the country’s program for 
increasing production of foodgrains, he said that a 
target of 110 million tons has been proposed for the 
Third Five Year Plan. Efforts are being made to inten- 
sify programs for minor irrigation, seed multiplication, 
fertilizers and manures, plant protection, and improved 
agricultural practices. In addition, animal husbandry 
schemes to improve the country’s livestock and a “Pack- 
age Program” for intensified agricultural production will 
be implemented shortly in seven districts with the 
assistance of the Ford Foundation; these schemes might 
be extended to seven more districts with the cooper- 


ation of the Government of the Federal Republic of 
Germany. 


The Minister said the building up of a buffer stock 
of 5 million tons of grains (4 million tons of wheat and 
1 million tons of rice) under U.S. Public Law 480 
arrangements has been proposed. This is designed to 
have a favorable effect on prices. It would be a con- 
tinuing feature, he added, “as even when we become 
self-sufficient we shall need to hold buffer stocks at 
strategic points in the country to meet seasonal fluctu- 
ations, vagaries of the weather, and other contingencies.” 
Source: Information Service of India, Indiagram, 
Washington, D. C., February 24, 1960. 


Life Insurance Business in India 


The Chairman of the Life Insurance Corporation of 
India announced on February 24 that the Corporation 
had written new policies amounting to Rs 4,289 million 
(US$901 million) in 1959. This was a new record and 


represented an increase of 24 per cent over the previous 
year; it also exceeded the target for 1959. 

The Chairman stated that business from the rural 
areas is increasing; it now constitutes more than 40 per 
cent of the total business written by the Corporation. 
It is proposed that an office be opened in London and 
that business operations be commenced in the Persian 
Gulf area. 


Source: Information Service of India, Indiagram, 


Washington, D. C., February 26, 1960. 
Interest Rates in Thailand 


When rediscount facilities for bills of exchange under 
letters of credit covering all kinds of exports or under 
usance bills for rice exports were introduced by the 
Bank of Thailand in November 1958, the Bank’s redis- 
count rate was 7 per cent per annum, and commercial 
banks were instructed to charge their customers no 
more than 9 per cent per annum. In view of the fact 
that banks could borrow abroad on more favorable 
terms, and in order to help exporters and to reduce the 
balance of payments deficit, the Bank of Thailand de- 
cided to lower its rediscount rate for export bills to 5 per 
cent per annum on October 1, 1959. Banks were then 
instructed to charge their customers no more than 7 per 
cent per annum. In order to reduce further the effective 
interest charges paid by exporters, the Bank of Thailand 
also agreed to reimburse part of the cost of the stamp 
duty to commercial banks. The stamp duty, levied at 
the rate of 1 per thousand of the face value of the 
promissory notes covering the rediscount of export 
bills, raised the effective interest rate to as high as 
11.4 per cent per annum on bills with a short maturity. 
Under the new scheme, the cost of the stamp duty will 
be reimbursed to the commercial banks at rates ranging 
from four fifths of the duty on 15-day bills to one fifth 
of the duty on 60-day bills. 


Source: Bank of Thailand, Bulletin, Bangkok, Thai- 
land, October 1959. 


Industrial Production in Viel-Nam 

Industrial production in Viet-Nam, which was declin- 
ing during the first half of 1959, fell further during the 
third quarter of the year. The decline was general in 
all industries with the exception of brown sugar, the 
production of which increased by 28 per cent, and of 
refined sugar, whose production increased more than 
fourfold as a result of an increase in plant capacity. 

Following an expansion during 1957 and 1958, coal 
output decreased by 13 per cent during the first nine 
months of 1959. Electricity production, constantly in- 
creasing since 1956, fell slightly in 1959. Among the 
food industries, there were declines in the production of 
rice alcohol, beer, carbonated drinks, and ice. Like- 
wise, the output of all major chemicals—acetylene, car- 
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bonic gas, and oxygen—was below that in the first nine 

months of 1958. The most substantial decrease was in 

the production of matches, which dropped by 43 per 

cent. The manufacture of tobacco products also was 

less than in 1958. 

Source: Banque Nationale du Viet-Nam, Bulletin Eco- 
nomique, Saigon, Viet-Nam, December 1959. 


Exchange Rate in Korea 

Exchange rates of 650 hwan per U.S. dollar and 
1,820 hwan per pound sterling became effective in 
Korea on February 22. The former rates, established 
in August 1955, were 500 hwan per U.S. dollar and 
1,405 hwan per pound sterling. 
Source: The Times, London, England, February 23, 

1960. 


Relaxation of Exchange Surrender Requirements in Japan 
Effective April 1, Japanese trading firms are to be 
allowed to hold their foreign exchange earnings in the 
form of a current account in foreign exchange with 
an authorized exchange bank for a period of 20 days 
after acquisition. Under the present regulations, all 
foreign exchange earnings have to be surrendered 
within 10 days after acquisition. For the time being, 
the new facility will be applicable to earnings in 
U.S. dollars and sterling only. During the 20-day period, 
the balance may be used for imports or other trans- 
actions; at the end of the period, the unused balance 
must be sold to banks. The accounts may be credited 
with proceeds of exports, receipts on account of invis- 
ibles, and transfers from other foreign exchange ac- 
counts of the same account holder. On the debit side 
must be entered payments for imports, invisibles, trans- 
fers to other accounts of the same holder, and sales of 
foreign exchange to the banks, provided none of the 
credit or debit items need the prior permission of the 
appropriate Ministry. 
Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
February 22, 1960. 


Export-Import Bank Loan fo the Philippines 
The Export-Import Bank of Washington announced 

on February 16 a 15-year loan of $14.6 million to the 

Philippines. The funds will be used to purchase U.S. 

materials and equipment for the improvement and ex- 

pansion of Manila Harbor port facilities. 

Source: The Export-Import Bank of Washington, 
Press Release, Washington, D. C., Febru- 
ary 16, 1960. 


Latin America 


Economic Developments in Mexico 

Imports of Mexico in the first ten months of 1959 
fell to the equivalent of US$830 million, from $964 mil- 
lion in the corresponding period of 1958; at the same 
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time, exports increased from $629 million to $634 mil- 
lion. Thus, the deficit in the trade balance, which had 
been $335 million at the end of October 1958, was 
reduced to $196 million at the end of October 1959. 


The expansion in exports was due mainly to greater 
sales of cotton, silver, cattle and meat, shrimp, and 
nonferrous metals; the international market for zinc 
and copper, in particular, has improved to a certain 
degree in recent months. The reduction in imports 
resulted primarily from smaller purchases of oil, rail- 
road equipment and rolling stock, and basic foodstuffs 
(corn, wheat, beans, and lard), reflecting in particular 
a considerable reduction in purchases by the Federal 
Government and other official agencies. 


Dollar income from tourism appears to have increased 
from $461 million in the first ten months of 1958 to 
$550 million in the same period of 1959. The improve- 
ment in this and other items in the current and also in 
the capital account resulted in an increase in the ten- 
month period in 1959 of more than $24 million in 
foreign exchange reserves. 


The government budget for 1960 balances revenue 
and expenditure at Mex$10,251 million, an increase of 
9.2 per cent over the original budget for 1959. The 
general tax structure continues the same as in 1959, but 
an upswing in economic activity in 1960 is expected to 
improve federal revenues sufficiently to make possible 
an increase in current expenditures. Although the 
budget indicates that public investment expenditures of 
the Federal Government will be only 6.9 per cent more 
than in 1959, there are indications that the centralized 
government agencies, PEMEX (the government petro- 
leum agency), the Federal Electricity Commission, and 
the National Railways, will undertake investment ex- 
penditures considerably in excess of last year’s. In addi- 
tion, private domestic and foreign investment appears 
to be rising. When presenting the economic promotion 
plans for 1960, the Government announced that particu- 
lar attention would be paid to southeast Mexico. The 
plan includes opening large new areas for cultivation, 
road construction, etc. 


Because of plentiful rainfall, agricultural production 
made the greatest contribution to recovery in Mexico 
last year. The largest corn crop in Mexican history was 
harvested and, as a result, prices of basic foodstuffs 
dropped considerably. Sales of approximately 100,000 
tons of white corn to Europe have been reported. 


The signing of three agreements to lend Mexico a 
total of $30.9 million was announced on February 26 
by the Export-Import Bank of Washington. One credit 
of $20 million will assist in the further rehabilitation of 
Mexico’s rail system. Repayment is scheduled over a 
ten-year period. This loan is part of a $113 million 
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program which began in 1955. The second loan, 

$7.9 million, will be used to procure approximately 

1,000 pieces of highway construction equipment. This 

credit is repayable over a period of five years. The 

third credit, $3.7 million, which also is for five 
years, will assist in Mexico’s grain storage construction 
program. 

Sources: Nacional Financiera, §.A., El Mercado de 
Valores, January 11, 1960, and Banco Na- 
cional de Comercio Exterior, $.A., Comercio 
Exterior de México, February 1960, Mexico, 
D.F.; The Export-Import Bank of Washing- 
ton, Press Release, February 26, 1960, and 
Department of Commerce, Foreign Commerce 
Weekly, February 29, 1960, Washington, 
D.C. 


Advance Deposits for Imports in Chile 

The Minister of Finance of Chile announced on 
February 12 that from that date all imports hitherto 
subject to an advance deposit requirement of 3,500 per 
cent of their value will be subject to a 1,500 per cent 
deposit. This will be the maximum percentage required 
in the future. In addition, the Minister announced that 
the system of using treasury bonds to fulfill advance 
deposit requirements will be maintained at least to the 
end of the year. 


Source: Desde Chile, Santiago, Chile, February 16, 1960. 
Tax Reforms in Argentina 


Among a number of tax reforms recently announced 
in Argentina, the most important is the revaluation of 
fixed assets of tax-paying entities. The revaluation has 
proved necessary in view of the rise in prices in recent 
years, and its purpose, according to the bill, is “to 
facilitate the adjustment to current values of assets per- 
taining to private undertakings.” The revaluation co- 
efficients, which have been calculated on the basis of 
the official cost of living index, range from 1 per cent 
for the fiscal year 1959 to 30 per cent for the fiscal 
years prior to 1945. In order to compensate for the 
loss in revenue, a special tax, rising progressively from 
3 per cent to 10 per cent, has been levied on 50 per 
cent of the increase in asset values resulting from the 
revaluation. 


In view of the depreciation of the currency, the total 
deductions on personal income (i.c., the nontaxable 
minimum plus dependency allowances) for income 
tax purposes has been raised from M$N 67,200 to 
M$N 100,000 for a typical family of four. 


The tax on capital gains has been reduced from 
20 per cent to 5 per cent, and the nontaxable minimum 
has been raised from M$N 25,000 to M$N 50,000. 


On the other hand, the business profits tax has been 
raised from 30 per cent to 33 per cent, and a special 
tax, rising progressively from 2 per cent to 11 per cent, 
has been levied for 1960 only on incomes exceeding 
M$N 1 million. 


Other measures include a system of “drawback” 
benefits to encourage exports, tax exemptions on cer- 
tain “productive” investments, and adoption of a sys- 
tem of annual payments of inheritance taxes at the 
taxpayer’s option. 

Sources: The Review of the River Plate, Buenos Aires, 
Argentina, January 12 and 21, 1960. 


Other Countries 
Australia's Economic Position 


The Prime Minister of Australia announced on Feb- 
ruary 22 a four-point program to provide strong and 
increasing resistance to those forces in the Australian 
economy which are tending to throw it out of balance. 
He said that many features of the current position are 
favorable and encouraging: the employment situation 
is particularly strong, industrial production is continu- 
ing to rise, and rural output as a whole is quite high, 
However, there are other tendencies which are perturb- 
ing, the most serious being the rise in costs and prices. 
Although this rise has been going on in some degree 
for a considerable time, in recent months it has become 
faster; the aim now must be to slow it down and bring 
it to a halt. Up to a few months ago, over-all supply 
and demand were more or less balanced, but it has 
become evident more recently that, although supplies 
are still increasing, demand has started to race ahead. 
To the effects of the rise in export income, spending by 
the public authorities, and private capital expenditure 
has now been added not only the basic wage increase, 
which it is estimated will add £A 65 million to total 
wages and salaries, but also the decision on wage mar- 
gins, which will add a further amount not far short of 
£A 100 million. Some counteracting measures there- 
fore had to be taken. 


First, the Commonwealth Government has decided 
to intervene in the current basic wage case before the 
Commonwealth Conciliation and Arbitration Commis- 
sion. Its strong belief is that the economy needs time 
to absorb the two major wage increases granted recently 
and to restore equilibrium between supply and demand. 
Second, in the next financial year the Government will 
do all in its power to avoid any deficit finance in the 
budget. Third, the Reserve Bank of Australia has been 
taking action by way of calls to Special Account and, 
since the recent banking legislation came into effect, 
by increasing the reserve deposit ratio, to ensure that 
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the liquidity of the banking system will not be in- 
creased during the year. The Government is very much 
in accord with these steps and will support the policy 
of restraining the growth of excessive liquidity. Finally, 
the Prime Minister referred to the considerable strength 
of the external trade and payments position. Imports 
have risen, but exports have increased even more. 
Australia has had some success in borrowing abroad, 
and there seems to have been a large inflow of private 
capital. As a result, reserves of gold and foreign ex- 
change are now considerable; also, Australia’s quota in 
the International Monetary Fund can be regarded as a 
second-line reserve. Over the past two years, Australia 
has relaxed import restrictions by successive steps; it 
has now decided to move to a position in which, as 
nearly as possible, imports will be unrestricted except 
by a customs tariff. To meet the special problems aris- 
ing out of existing commitments, it will be necessary 
for a time to retain some licensing arrangement on 
certain commodities, but that will be the only restric- 
tion remaining. 

The Minister of Trade has announced that, from 
February 23, 90 per cent of Australian imports, worth 
about £A 800 million a year, will be freed from import 
licensing. Timber will be freed on April 1, and motor 
vehicles from the United States and Canada on Octo- 
ber 1. Most of the 203 items still subject to licensing 
are imported from Japan. These comprise mainly a 
wide range of textiles, clothing, footwear, and toys. 
Other items still under control include fish, aluminum 
ingots and products, vegetable oils and seeds, decora- 
tive household ware, secondhand machinery, handbags 
and wallets, cameras, hypodermic needles, and dental 
units. The Minister said that, for goods remaining sub- 
ject to quota restrictions, quotas will, in general, be 
increased by 20 per cent. Provision will continue to 
be made for the admission of new importers. He empha- 
sized that the revision of some licensing control does 
not imply any departure from the established policy of 
successive governments of using customs tariffs and 
Tariff Board machinery as the normal method of pro- 
tecting economic and efficient Australian industries from 
competition from imports. 


Sources: The Times, London, England, February 22 
and 23, 1960. 


Gold Production in South Africa 

Gold production in South Africa in December 1959 
was 1,693,352 fine ounces, valued at £21.2 million, 
and the total for the year was 20,064,105 fine ounces, 
valued at £250 million, the highest annual figures 
on record. Prior to 1959, the highest figures had been 
those for 1958—17,665,739 fine ounces, valued at 
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£220 million. The Orange Free State mines con- 
tinued to expand, and production from these mines 
totaled 5.6 million fine ounces, 30 per cent higher than 
in 1958. Production of the Transvaal mines also showed 
a significant expansion, the total for the year amounting 
to 14 million fine ounces, 1.2 million fine ounces above 
the record attained in 1958. The number of native 
laborers employed in gold mining was much higher 
than in any previous year; the end-of-year figure of 
354,058 was almost 25,000 greater than the previous 
end-of-year high in 1958. 


Source: The Standard Bank of South Africa Limited, 


The Standard Bank Review, London, England, 
February 1959. 


Financial Aid for Kenya 

The Report of the Kenya Constitutional Conference, 
recently held in London, states that the Kenya Govern- 
ment will undertake an immediate review to determine 
how far present agricultural development schemes and 
financial institutions to help all farmers can be coordi- 
nated, and perhaps amalgamated entirely. This review 
will also consider what further capital should be pro- 
vided for land development, including approved re- 
settlement schemes, with special reference to helping 
improve African farming. In the light of this review, 
the British Government would be ready to consult with 
financial institutions and other authorities to help to 
find this capital. The International Bank for Recon- 
struction and Development is already considering a 
scheme related to African areas and will now be 
approached to see whether it would favor participation 
in a more comprehensive project. The British Govern- 
ment will see to it that £5 million will be available for 
relending. 
Source: The Times, London, England, February 26, 

1960. 
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